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Annual Meeting 


The Annual General Meeting of the 
Shareholders will be held in the Lake- 
view Suite, The Calgary Inn, in the City 
of Calgary, Alberta at 10:00 o’clock in 
the forenoon on Monday, June 25, 1973. 


To The Shareholders 


Total sales of $177,386,000 resulting in net in- 
come of $4,808,000 equalling $1.42 per share appli- 
cable to the common shares, after preferred stock 
dividends, record the most successful year in the 
history of our Company. Cash flow totalled $9,069,000 
and this is always an important financial yardstick 
where petroleum operations form a significant part 
of a company’s operations. To finance expenditures 
on drilling equipment, warehouses, and oil and gas 
developments, the Company borrowed $9,000,000 
through a private placement of debentures and a 
further $2,000,000 was obtained through a sale and 
lease back transaction. 


Each of the operating divisions reported excellent 
results for the year and the details will be found else- 
where in this report. We anticipate that buoyant econo- 
mic conditions will continue during the coming year. 
As the financial statements illustrate, our net earnings 
flow principally from the drilling and equipment sup- 
plies division; however, the exploration and production 
operations continue to expand. Our oil and gas re- 
serves, with price increases of 55¢ per barrel over 
last year, and our interest in Panarctic Oils Ltd. form 
an increasingly important part of the assets of the 
Company. 


There has been widespread publicity on petroleum 
shortages during the year but to companies opera- 
ting in the industry, the so-called energy crisis is not a 
recent unexpected phenomenon. For the most part, 
these shortages will apply only to the United States. 
Certainly in Canada we are in a most fortunate posi- 
tion. The constant supply of our vast surplus energy 
reserves is the result of many equitable agreements 
negotiated over the years between business and the 
owners of energy sources who are principally the prov- 
incial and federal governments. We need only the 
recognition and reaffirmation of this successful partner- 
ship to continue to enjoy this preferred position. 


Unfortunately, there are always people with special 
interests who put forth erroneous and distorted in- 
formation which generally suggests that Canadians 
have sold or will sell energy resources without receiving 
a fair payment in return. One only has to look to the 
Province of Alberta to recognize that the sound policies 
arising from the partnership of government and in- 
dustry have resulted in a financially stable government 
which in turn has benefited all the people in the 
Province. 


For the foreseeable future there will not be a 
shortage in Canada of petroleum supplies and while 
gas and oil will cost more in response to worldwide 
price escalation, a fair percentage of these increases 
will find their way into provincial and _ federal 
treasuries. Also important are the vast benefits to 
Canadians everywhere as billions of dollars are spent 
to explore, drill and develop, transport to market, and 
sell petroleum products. 


In our equipment and supplies group, the prosper- 
ity across the country is reflected in increased sales, 
profits and continuing opportunity for expansion. 


All this would not be possible without recognition 
of the role of all our employees. This group from 
coast to coast and abroad presents the ever expanding 
Westburne image to our thousands of customers. 


Equipment and Supply Division 


Expansion and integration of the plumbing, heating 
and electrical operations were extended in several areas 
and accelerated by the purchase in 1972 of Haldane 
Electrical Supply Limited, a large distribution company 
operating in the Toronto market. The expansion and 
integration programme will be continued in 1973 and 
1974. 


The division, which now operates 75 branches, 
opened three new outlets during the year. Two were 
in British Columbia at Abbotsford and Burnaby and 
the third was at Sept Isles, Quebec. 


It is expected that the oilfield supply division will 
benefit substantially from the favourable trend in 
petroleum industry activity. The division began to 
service the specialized market for industrial controls 
and instrumentation during the year and penetration 
of this field should enhance the earnings of this division 
in the years to come. 


Drilling Division 


Activities during the year under review were ap- 
proximately 22% higher in Canada in terms of rig 
operating days compared with the previous year. Cor- 
responding operating revenues were $27,900,000, an 
increase of 41% over 1972. This increase can be 
attributed to accelerated exploration resulting from 
the North American energy crisis and can be expected 
to continue for the balance of 1973 and into 1974. 


The drilling division’s participation in the Cana- 
dian arctic was further increased during the year 
through the acquisition of two new specialized drilling 
rigs. One of these was for the Company’s 50% joint 
venture and the second for the Drillarctic Joint Venture 
in which we have a one-third interest. The Com- 
pany now has an interest in five rigs operating in 
the high arctic, in addition to rigs in the Yukon, 
Northwest Territories and on the north slope of 
Alaska. Four additional rigs were acquired for western 
Canada. The Company now operates 66 land rigs in 
Canada. 


Offshore drilling in Canada remained at a constant 
level this past year with four semisubmersible drilling 
vessels operating off the east coast. Westburne has 
a 5% interest in the company that owns three of these 
drilling vessels. 


Foreign operations of the drilling division continue 
to expand with two helicopter-serviced rigs put in 
operation during the year. One of these rigs is in the 
Norwegian arctic and the other in a remote area of 
Indonesia that was formerly known as New Guinea. 
Other operations in Algeria and Indonesia are con- 
tinuing and opportunities are being aggressively pursu- 
ed for contract drilling in other parts of the world 
with land and offshore drilling equipment. 


To prepare for future large scale activities in the 
frontier exploration areas, both in Canada and abroad, 
the Company has formed a consulting engineering 
group which will undertake specialized projects re- 
lated to offshore, arctic and tar sands engineering. 
It is expected that this engineering capability will 
enhance our opportunity to undertake large contracts 
in these areas. 


Exploration and Production Division 


As at January 1, 1973, independent reservoir en- 
gineers estimated the Company’s proven oil reserves 
at 6,556,000 net barrels, up 4.4% and probable 
reserves at 10,397,000 net barrels, up 84.1% and 
total proven and probable reserves at 16,953,000 net 
barrels, up 42% compared to January 1, 1972. 


Production after royalties during the year amounted 
to 467,000 net barrels of oil compared with 431,000 
net barrels of oil in the previous year. Revenue from 
the sale of oil and gas and from water pipeline sales 
was $1,728,000, an increase of 3% over 1972. Net 
crude oil production averaged 1,375 net barrels per 
day in March, 1973, an increase of 11% over the 
same month last year. 


Westburne and its partners completed thirty oil 
wells and two gas wells in various fields in western 
Canada and presently have plans to participate in the 
drilling of sixty-one development wells and ten ex- 
ploration wells in 1973. The Company drilled one dry 
hole during 1972. 


Westburne has a 30% interest in the 21,760-acre 
Provost area in southeastern Alberta on which 30 
wells have been successfully completed. The program 
in this area will require the drilling of another 106 
wells over the next two years. The Company is looking 
to the Provost area to substantially contribute to in- 
creased oil reserves and net production over the next 
few years. 


Panarctic Oils Ltd., in which Westburne has a 
244% interest, discovered its fifth major gas re- 
serve at Hecla on Melville Island, and also a significant 
southeasterly extension to the Drake Point gas field on 
Melville Island, and another gas reservoir at nearby 
Thor Island. 


Other exploration companies operating in the 
Arctic have announced significant discoveries that 
add substantially to the reserves total of the area which 
are now approaching the minimum requirement in 
order to market the gas. 


Westburne has a 5% participation in five produc- 
tion licences awarded by the United Kingdom gov- 
ernment in the fourth round of licencing in the offshore 
regions surrounding the British Isles and a 242% 
interest in a fifth such licence. Westburne and its 
partners have recently signed a drilling contract with 
Western Oceanic for the drilling of two wells on this 
acreage during 1974. Negotiations are also underway 
for the use of another drilling vessel which could be 
available this summer. 


The North Sea, having now been established as 
a major oil and gas province, has been the scene of 
increased exploration activity and this summer’s drill- 
ing season is expected to surpass previous years. 


Westburne has a 100% interest in three onshore 
exploration licences which form a block of some 
300,000 acres and a 3343% interest in a separate 
licence containing 123,552 acres in the Midlands 
region of England. 


Viet ae 


J. A. SCRYMGEOUR 


President and Chairman of the Board 
June 4. 1973 
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Financial Highlights 


orsibemy ear Ended March 31 = 
Total Operating Revenue . 


Net Earnings For The Year 


Net Earnings Applicable To Common Shares 
Before Extraordinary Items . 


*Per Common Share 
After Extraordinary Items 
*Per Common Share 


Cash Flow Applicable To Common Shares . 


*Per Common Share . 


ANS att IMlamen 3 <= 
Fixed Assets — Net 


Total Assets . 


Long Term Debt — less amount due within one year 


Shareholders’ Equity 
Preferred 


Common 
Per Common Share . 


Total Equity 


Number of common shares outstanding (net) 


1973 


$177,386,000 
4,808,000 


4,113,000 
1.35 
4,305,000 
1.42 
9,069,000 
PSD) 


39,721,000 
119,751,000 
24,060,000 


6,653,000 
29,559,000 
eb) 
36,212,000 


3,083,143 


*Based on weighted quarterly average number of shares outstanding during the year. 


1972 


$130,636,000 
3,118,000 


2,570,000 
0.85 
2,605,000 
0.86 
4,943,000 
1.64 


32,441,000 
90,466,000 
13,428,000 


6,927,000 
24,932,000 
8.27 
31,859,000 


3:015;693 
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Summarized Earnings of Operating Divisions (1) 
(Thousands of Dollars) 


Year Ended March 31, 1973 : Year Ended March 31, 1972 
Administrative Depre- Earnings Administrative Depre- Earnings 
Operating & General ciation from Operating & General ciation from 
Revenues Expenses & Depletion Operations Revenues Expenses & Depletion Operations 


Equipment and Supplies . $5149°70 258) (9554 ey Cem O tm 5109358 $13,955 3 496 95935897 


Contract Drillin sae 27,866 212 13621 4,426 19,604 13723 17033 M28) 
Oil and Mineral 

Exploration 

and Production. . . TRS 45 400 415 1,674 48 569 342 


Dip O0Ge ec ole oom walm $130,636 $15,726 $ 2,098 6,368 


Add (Deduct) 
General administrative 
EXPENSES iy |e. wees ( 333) ( 445) 


Interestex pense aaa (2,956) (1,881) 


Interest and other 
investment income . 754 815 


Gain on sale 


Or eel ASG 243 Z 
Extraordinary gains 
leSSRlOSSES=- gee 192 35 
Income taxes) sa (3:072 ea Os 2) (1,536) (3,010) 
Earnings before 
minority interest . . 5,060 S)so)a he) 
Minority interest . . . 252 240 
Net earnings for i 
thes Veanies 0 ower 4,808 3,118 


Dividends on preferred 
shares Ade DER 503 a3 


Net earnings applicable 
to common shares. . $ 4,305 $ 2,605 


NOTE — (1) Figures are presented by type of business activity rather than corporate entity. 
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Consolidated Statement of Earnings 
for the year ended March 31, 1973 


(Thousands of Dollars) 


OPERATING REVENUES: 
Sales of merchandise . 
Contract drilling . 

Oil and gas production 


COST AND EXPENSES: 
Cost of sales — merchandise . 
Contract drilling 
Oil and gas production 
Depreciation and depletion (Not 3) 
Selling, general and administrative 


EARNINGS FROM OPERATIONS 


OTHER EXPENSES (REVENUES) 
Interest — long term debt 
Other interest : 
Interest and other investment income 
Gain on sale of fixed assets 


EARNINGS BEFORE INCOME TAXES 
AND EXTRAORDINARY ITEMS 


INCOME TAXES (Note 7) 
Current 
Deferred 


EARNINGS BEFORE EXTRAORDINARY ITEMS 


EXTRAORDINARY ITEMS 
Income tax reduction due to application 
of loss carry forward 
Loss on sale of investments .. 
Gain on foreign exchange 


EARNINGS BEFORE MINORITY INTEREST . 
Minority Interest (Note 8(b) ) : 


NET EARNINGS FOR THE YEAR 


Earnings per common share — (Note 15) 


1973 


$147,792 
27,866 
1126 
177,386 


122,079 
19-728 
867 
2,860 


21,953 


167,487 


9,899 


1,846 

1,110 
(754) 
(243) 

1999 


7,940 


1,274 
15798 
3,072 


4,868 


1972 
$ 109,358 
19,604 
1,674 
130,636 


91,010 
14,720 
714 
2139 
16,130 


124,713 
5,923 
1,174 


707 
(815) 


(2) 


1,064 
4,859 


1,425 
111 
1,536 


33325 


(6) 
41 


3,358 
240 


$3,118 


Consolidated Balance Sheet as at March 31, 


(Thousands of Dollars) 


ASSETS 


CURRENT ASSETS: 
Cash and short term deposits (Note 12) 
Accounts receivable , 
Inventories, at lower of cost or net realizable Pane 
Prepaid expenses 


TOTAL CURRENT ASSETS | 


INVESTMENTS AND ADVANCES, at cost (Note 2) 
Shares and advances 
Panarctic Oils Ltd. 


Other ; 
Notes and mortgages econ able 
Notes receivable — directors and SrVeleNces 


FIXED ASSETS, at cost (Note 3) 
Less accumulated depreciation and depletion 


FINANCIAL EXPENSES, less amounts amortized 


EXCESS OF COST OF INVESTMENTS IN SHARES 
OF SUBSIDIARIES OVER NET ASSETS AT 
DATE OF ACQUISITION (Note 4) 


TOTAL ASSETS . 


SIGNED ON BEHALF OF THE BOARD: 


J. A. SCRYMGEOUR, 
Director. 


LUCIEN CORNEZ, 
Director. 


1973 


1973 


NE eS | 
32,92 
29,698 

747 
72,288 


sO) 
904 
352 
1,605 


4,580 


59,307 
19,646 


ante L 


200 


2,962 
119,751 


1972 


niet) TAKES) 
26,310 
22,547 
414 


50,540 


1,316 
965 

344 

1,895 
4,520 


505150 
175709 
32,441 


186 


PZ ITH) 
$ 90,466 
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LIABILITIES 


1973 1972 
CURRENT LIABILITIES: 
Bankmloaicmesecured = (INOtCE.>)) (Er tap). al an oan eee ener ee eee, $ 20,448 S 15,925 
Accounts payable ae Oe a ry Ue hve Ler chr ee 27,380 197234 
Income taxes payable (Note 7) el ee ee a ere 437 Ao 
Dividend payable reise a a eRe eee 8 he ae Ti 15 
Wone-termedebudueswitninuone sycar ae allan see a ee 3,186 2,920 
TOTAL CURRENT LIABILITIES : ; : ; : : : ; 519522 38,942 
LONG TERM DEBT LESS AMOUNT DUE WITHIN 
ONE YEAR (Notes 5 and 6) . : ; : ; : : . : ; ‘ 24,060 13,428 
DEFERRED INCOME TAXES (Note 7) . : ; ; : : : : : 4,697 2,875 
MINORITY INTEREST (Note 8) . : : : : : : : : Ae Sos 3,260 3,362 
TOTAL LIABILITIES : : ; : : : 2 ; : 3 : $3,539 58,607 
’ 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (Note 9) 
Preferred ; : : : ; : : : . : ‘ : : ; ; 6,653 6,927 
Common : : : : : : : : ; ‘ . 3,083 3,016 
CONTRIBUTED SURPLUS REE iy : : 6 ; : ane : 1,982 Nghe 
RETAINED EARNINGS (Note 11) : ; : : : : : ane ; 24,494 20,140 
TOTAL SHAREHOLDERS’ EQUITY . : : ‘ : : 5 36,212 31,859 
TOTAL LIABILITIES AND 
SHAREHOLDERS’ EQUITY . ; : : ‘ : ; 5 : $119,751 $ 90,466 


Auditors’ Report 


The Shareholders 
Westburne International Industries Ltd. 


We have examined the consolidated balance sheet of Westburne International Industries Ltd. and its subsidi- 
aries as at March 31, 1973 and the consolidated statements of earnings, retained earnings and source and applica- 
tion of funds for the year then ended. For Westburne International Industries Ltd. and those subsidiaries of which 
we are the auditors, our examination included a general review of the accounting procedures and such tests of the 
accounting records and other supporting evidence as we considered necessary in the circumstances. With respect to 
those subsidiaries of which we are not the auditors we have carried out such enquires and examinations as we con- 
sidered necessary in order to accept for purposes of consolidation the reports of the other auditors. 


In our opinion these consolidated financial statements present fairly the financial position of the companies 
as at March 31, 1973 and the results of their operations and the source and application of their funds for the year 
then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of 


the preceding year. 


May 28, 1973 Touche Ross & Co. 
Calgary, Alberta Chartered Accountants. 
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Consolidated Statement of Retained Earnings 
for the year ended March 31, 1973 


(Thousands of Dollars) 


BALANCE AT BEGINNING OF YEAR 
ADD 


Net earnings for the year 


Reduction of minority interest arising from increase in the 
ownership of United Westburne Industries Limited to 96.19% 


DEDUCT 
Dividends on preferred shares 
Series A 
1970 Series 
1969 Series 


BALANCE AT END OF YEAR 


49 


24,997 


397 
84 
22 


$ 24,494 


40 


20,653 


404 
84 
2) 


$ 20,140 


westburne international industries ltd. 
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Consolidated Statement of Source and Application of Funds 
For the year ended March 31, 1973 


(Thousands of Dollars) 
1973 1972 
WORKING CAPITAL — OPENING BALANCE . . ..... . belt505 3,367 
SOURCE OF’ FUNDS 
Net earnings . ' é : : f é ; . : . : é F 4,808 3, IUIUS 
Depreciation and dgaleition ee ee ee a Re 2,860 2139 
Deferred income tax . ; : , ; : ' ; : : : ' : 1,798 ie 
) (lc rm eee PK? UTR la eee ek 5 106 88 
GasielOwatt Ole ODCTa ONS =a mney = pA 0 ei pee ee ie, JS72 5,456 
Increase in long term debt . : ; : ; F ; : é ; . 14,425 4,201 
Net book value of fixed assets sold . 5 : ; : . : : : ; 1,988 1,884 
Gollectionmolsnotessandmimorigagess (net) nt. en er ee 282 82 
Issue of capital stock 
Common shares... en wees Me Cae et Toe A a 110 
Allocated to contributed cE NG 2 Sy ee Re ce ee z 990 
SUC yi ie i OMA OMB R eS MO ei Nee aa Be ne 42 24 
‘LU Ota a rma Mes erie Pee ok eal ty CRP ee. ihe echo ee 26,309 12,747 
APPLICATION OF FUNDS 
Gapialee x PenCiCUlCsmr mare Sa ar oe ter mE cm goer Bhs Gee 12,128 9,008 
ULC HAScHOLSINVESINICII(S yyy Sm men ee ee yk 342 726 
Ricpoenwaceron <u Kae uesren) Ges = gp ue Seg) 6 ek 37/95 2,889 
Dividends on preferred shares... ett, ee Oe eee 503 S13 
Excess cost of investment in shares of sities 
equILed@aOverancesDOCKmValUcsOL aSSctS sees sant ume Nets) enna 183 1,188 
Reduction of minority interest by payment 
off of preferred shares and acquisition of additional 
common shares of a subsidiary .. eee Senta Oe St 192 192 
Total 3 ARS GS 8 Ce ee ee na Oe ka Ge 17,141 14,516 
INCREASE, (DECREASE) OF \WORKING* CAPITAL — 5 => 2, 9,168 (1,769) 
WORKING CAPITAL =— CLOSING BALANCE ~~ . . |. « «| | $ 20,766 > Ie o9s 
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Notes to Consolidated Financial Statements March 31, 1973 


1. 


10 


PRINCIPLES OF CONSOLIDATION AND ACCOUNTING POLICY 


(a) The consolidated financial statements include the accounts of Westburne International Industries Ltd. 
and all subsidiary companies (collectively called for the purposes of these notes “the Company’). 
618,980 Common Shares of Westburne International Industries Ltd. owned by a subsidiary and car- 
ried at a cost of $2,274,000 are eliminated on consolidation. 


(b) Assets and liabilities and income and expenses of the Company which are in currencies other than Can- 


adian dollars are converted into Canadian funds on the following basis: 


(i) Current assets and current liabilities at exchange rates in effect at the end of the period; 
(ii) All non-current assets and liabilities at the rates prevailing when acquired or incurred; and 
(iii) Income and expenses, except depreciation and depletion, at the average rate for the period. 


INVESTMENTS AND ADVANCES 
(a) Panarctic Oils Ltd. 


The Company at March 31, 1973 had acquired 792,829 common shares of Panarctic in consideration 
of commitments to expend $2,284,000 on exploration and drilling operations being carried out on lands 
controlled by Panarctic in the Arctic Islands. To March 31, 1973 the sum of $1,719,000 had been con- 
tributed. The balance of $565,000 committed will be contributed at various dates up to January 1974. 


(b) Notes Receivable — Directors and Employees 


The Company holds notes of directors and employees, including officers, arising from subscriptions 
for preferred shares of the Company; $220,000 of the notes bear interest at 5% and are due on or 
before December 31, 1979, $1,385,000 bear interest at 6% and are due on or before December 31, 


1980. 


FIXED ASSETS, DEPRECIATION AND DEPLETION 


1973 1972 

Cost Net Book Value Cost Net Book Value 

Land : : : ; ’ : : : : $1,575,000,” S$ 575000 oat 5s). 000 Beas gies 5-000 

Buildings : ; : : ; ; : ; 8,769,000 6,396,000 8,158,000 6,123,000 

Drilling rigs . : : : : ' : ; 25,115,000 17,621,000 19,619,000 12,540,000 

Drill string . : : : : : : 4,852,000 2,762,000 4,111,000 2,279,000 

Oil production equipment : ; : : 2,542,000 1,705,000 3,483,000 2,584,000 

Other equipment : : . : P : 8,715,000 4,694,000 5,889,000 2,642,000 
Oil and mineral leases 

and development expenditures:. . . 7,799,000 4,968,000 7,305,000 4,688,000 

$59,367,000 $39,721,000 $50,150,000 $32,441,000 


It is the policy of the Company to depreciate the cost of plant and equipment to its estimated residual value 


over the estimated useful lives of the assets as follows: 


Buildings — at rates of 5% to 10% mainly on a diminishing balance basis 


Drilling rigs — at a rate per drilling day designed to prorate original cost less a residual value of 30% 


over 3,000 drilling days 


Drilling string — straight-line basis related to drilling activity 


Oil production equipment, oil and mineral leases and development expenditures — unit of production 
based on full cost method and estimated recoverable reserves 


Other equipment — mainly 20% to 30% diminishing balance basis 


EXCESS OF COST OF INVESTMENTS IN SHARES OF SUBSIDIARIES OVER NET ASSETS AT 
DATE OF ACQUISITION 


The unamortized excess of cost of investment in shares of subsidiaries over net assets at date of acquisition 
arises from the accounting by subsidiaries for acquisitions of their subsidiaries on a “‘purchase basis”. This 
excess has been allocated as follows: 


BIXcG MASS tS gin Mae ae ee ee ee $ 323,000 
Intangibles ; , : : ; , : : ; 3 ; : : ; 2,962,000 
$3,285,000 


Management is of the opinion that the amount of $2,962,000 attributed to intangible assets is of continu- 
ing value and accordingly does not contemplate any amortization of this asset. 


ASSETS PLEDGED 

The Company has pledged all accounts receivable, certain investments, certain of its oil and gas producing 
properties and has granted debentures secured by floating charges on certain assets, as security for bank 
loans. 

The Company has also granted a floating charge on certain assets as security for outstanding Sinking Fund 
Debentures amounting to $4,920,000 and has granted mortgages secured by certain real property and 
improvements. 


LONG TERM DEBT 


1973 1972 
(a) Sinking Fund Debentures 
Series A — 7% maturing March 15, 1987 (1) . . : Pee eS 20000 $ 3,958,000 
Series B — 742% maturing August 1, 1982 . . . . , 400,000 440,000 
Series C — 842% maturing March 31. 1989 . ao ae 800,000 850,000 
4,920,000 5,248,000 


(1) After deducting $105,000 (1972 $92,000) purchased and held 
in safekeeping for future sinking fund requirements. 

The Company has covenanted to provide a sinking fund related to 
the above debentures aggregating $340,000 by March 31, 1974, 
and $365,000 annually thereafter. The debentures are redeemable 
prior to maturity for other than sinking fund purposes at maximum 
premiums ranging from 4.75% to 6.60%, such premiums to decrease 
by .375% to .50% yearly until the various redemption prices equal 
the par values. 

(b) Bank loans, including current portion . ; ; . ; 15,332,000 7,801,000 


The above includes special loans and oil and gas production loans. 


The loans carry interest rates ranging from 744% to 9% at March 
eile) VRIISs. 


(c) Mortgages, conditional sales contracts, etc. . : ; : . : : 6,994,000 2,899,000 
The above carry interest rates ranging from 642% to 11% at March 
Sle 33 
Total long term debt . : : : : : , ; : ; : 27,246,000 15,948,000 
Less amount due with one yea a a ee Ae, 3,186,000 2,520,000 


$24,060,000 $13,428,000 


INCOME TAXES 
(a) Deferred income taxes 


Under provisions of the Canadian Income Tax Act, the Company is entitled to claim and has claimed 
capital cost allowance and intangible exploration and development expenses which exceed the amounts 
recorded in the accounts. In this connection current accounting practice recommends the recording of 
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corporate income taxes on the tax allocation basis for timing differences between accounting income 
and taxable income. The Company has adopted this policy in respect of timing differences relating to 
tangible assets and has recorded in the accounts deferred income tax credits of $4,697,000. 


The Company is of the opinion that the tax allocation basis for timing differences relating to intangible 
exploration and development expenses is not appropriate for the subsidiaries in the oil industry and this 
opinion is shared by others in the industry. Had the Company used the tax allocation basis for in- 
tangible exploration and development expenses, additional deferred income taxes aggregating $2,265,000 
would have been recorded on the books to March 31, 1973 ($1,910,000 at March 31, 1972) an in- 
crease of $355,000 during the year ($262,000 for 1972). 


(b) Oil and Gas Exploration Deductions 


Under provisions of the Canadian Income Tax Act companies whose principal business is related to 
oil and gas activities are entitled to deduct in computing taxable income expenditures incurred in oil 
or gas exploration and development. These expenditures must be deducted in the year incurred to the 
extent that there is income against which they may be offset but any excess can be carried forward 
indefinitely to be similarly applied against income in each successive year until the expenditures have 
been fully applied. 


The Company acquired subsidiaries which had incurred such expenditures. In computing taxable income 
these subsidiaries deducted expenditures incurred in prior years. The Department of National Revenue 
- Taxation Division, has questioned the deductibility of these particular amounts by such subsidiaries 
indicating that in its opinion the rights of such subsidiaries to these deductions were no longer vested 
in the subsidiaries because of certain agreements entered into by them prior to their acquisition by the 
Company. The Company, having obtained the advice of counsel, is of the opinion that these subsi- 
diaries are still entitled to the deductions. The Department of National Revenue - Taxation Division has 
issued assessments and the Company has entered appeals against them. The amounts of such assess- 
ments aggregate $320,000 with respect to the year ended March 31, 1969. In addition, income tax 
of approximately $233,000, $209,000 and $82,000 could become payable with respect to the years 
ended March 31, 1970, 1971 and 1972 respectively. 


The Company has provided, out of earnings of 1969 and 1970, an income tax reserve of approximate- 
ly $340,000 which is available in the event the Company’s appeals and if necessary court actions, are 
not successful. The application of the general principle embodied in the Canadian Income Tax Act which 
permits the deduction of expenditures incurred in oil, gas and mineral exploration and development is 
not being disputed. As a result, no question arises as to the deductibility of expenditures presently being 
incurred in exploration of oil, gas and minerals. 


(c) The Department of National Revenue - Taxation Division, has disputed the Company’s right to claim 
certain financing expenses in calculating taxable income and has issued re-assessments in respect of the 
fiscal years ended March 31, 1970 and 1971. On the advice of counsel the Company has filed a 
Notice of Objection to the re-assessments. Should the Company be unsuccessful, income tax of approx- 
imately $70,000 and $26,000 would become payable for the years ended March 31, 1971 and 1972 
respectively. 


8. MINORITY INTEREST 


1973 1972 
(a) Amounts making up minority interest are as follows: 
Preferred shares . : : : ’ ; : , : . ; : $92.553,000 $ 2,635,000 
Common shares and contributed surplus . . . . . . . 198,000 225,000 
Retained earnings”. 9 2s ye) ee 509,000 502,000 


$ 3,260,000 $ 3,362,000 


(b) Pursuant to a management incentive policy adopted effective May 1, 1973, a total of 68,000 common 
shares of a subsidiary, United Westburne Industries Limited, owned by the Company were authorized 
for sale to senior management personnel of the Company at the then current market price of $4.50 per 


share. If these shares had been sold at March 31, 1973 the minority interest would have been increased 
by $715,000 made up as follows: 


Common shares and contributed surplus. . . $170,000 
Retained earnings 
lomkehe Vicewie CANINE $466,000 
CulerentRyeat:s wear tines aa ae smn ne rn ane 79,000 545,000 
$715,000 
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9. CAPITAL 


Authorized Issued 
Shares Amount Shares Amount 
(a) Capital Stock 
Preferred Shares of the par value of 
$25 each, issuable in series . 4 : 680,000 $17,000,000 
8% Cumulative Redeemable 
Convertible Preferred Shares, 
Series A 
Issued as at March 31, 1972 . 201,270 $ 5,031,750 
Converted into Common Shares 5,150 128,750 
196,120 4,903,000 
Subordinated Preferred Shares of par 
value of $10 each, 
issuable in series... oe ar 300,000 $ 3,000,000 
5% Subordinated Cumulative 
Redeemable Convertible 
Preferred Shares 1969 Series 
Issued as at March 31, 1972 . 49,500 495,000 
Converted into Common Shares 13,000 130,000 
__ 36,500 365,000 
6% Subordinated Cumulative 
Redeemable Convertible Pre- 
ferred Shares 1970 Series . ; 
Issued as at March 31, 1972 . 140,000 1,400,000 
Redeemed during the year. 1,500 15,000 
138,500 1,385,000 
Preterreaus hares enn $ 6,653,000 
Common Shares of the par value 
of $1.00 each sy eb op RUS) $ 8,952,000 
Issued as at March 31, 1972 . 3,015,693 $ 3,015,693 
Issued during the year on 
conversion of preferred 
Shares arenas SN 67,450 67,450 
Common Shares : : ; (1)3,083,143 $ 3,083,143 


(b) 


(1) Exclusive of 618,980 shares owned by a subsidiary. 
Common Shares Reserved 


(i) 
(ii) 
(iii) 
(iv) 
(v) 


(vi) 


148,744 Common Shares are reserved for issue upon the exercise of 148,744 Share Purchase 
Warrants, Series A, until March 15, 1977 for a cash consideration of $6 per share. 

146,000 Common Shares are reserved for issue upon conversion of 36,500 5% Subordinated Cum- 
ulative Redeemable Convertible Preferred Shares, 1969 Series, prior to December 31, 1979. 
138,500 Common Shares are reserved for issue upon the conversion of 138,500 6% Subordinat- 
ed Cumulative Redeemable Convertible Preferred Shares, 1970 Series, between January 1, 1975 
and December 31, 1980. 

588,360 Common Shares are reserved for issue upon the conversion of 196,120 8% Cumulative 
Redeemable Convertible Preferred Shares, Series A, up to March 1, 1977. 

15,000 Common Shares are reserved for issue upon the exercise of 15,000 Series B Share Pur- 
chase Warrants until April 1, 1979 for a cash consideration of $14 per share, subject to adjust- 
ment in certain events. 

15,000 Common Shares are reserved for issue upon the exercise of 15,000 Series C Share Pur- 
chase Warrants until February 28, 1981 for a cash consideration of $814 per share, subject to 
adjustment in certain events. 


10. CONTRIBUTED SURPLUS 


1973 1972 
Opening balance .. a er ee eS 17,0, 000) $ 678,000 
Portion of issue price of Comeon Nene nilceated eT Gene Woo 191,000 1,081,000 
Gain on purchase for cancellation of preferred shares . . . . 15,000 17,000 


1,982,000 $ 1,776,000 
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11. RETAINED EARNINGS 


(a) Under the provisions of the governing statutes, $1,894,000 (the amount equal to the par value of pre- 
ferred shares redeemed) is restricted from distribution to shareholders. 


(b) An agreement with certain preferred shareholders requires that a purchase redemption fund be establish- 
ed. $50,000 is restricted for this purpose. 


(c) The trust deeds under which the Series “A”, “B” and “C” debentures were issued provide certain res- 
trictions on the payment of dividends. 


12. FOREIGN CURRENCY RESTRICTIONS 


Cash of $592,000 is subject. to foreign currency restrictions. 


13. COMMITMENTS 


(a) A subsidiary has given a letter of commitment to guarantee 5% of the long term financing of two new 
offshore drilling rigs owned by Southeastern Commonwealth Drilling Ltd., a company in which it has 
a 5% interest. At March 31, 1973, 5% of the applicable long term financing amounted to $1,028,000. 

(b) The Company has entered into lease agreements for premises at annual rentals approximating $765,000 
as at March 31, 1973 and for various terms expiring up to 1990. In addition, the Company has 
entered into sale and leaseback agreements covering a water injection system which at March 31, 
1973 called for annual rentals of $267,000 until 1987. 


(c) The Company has a commitment to Panarctic Oils Ltd. of $565,000 as set forth in Note 2 (a). 


14. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The Company and its subsidiaries paid all directors and senior officers, including directors who are officers, 
an aggregate of $490,000 during the year ended March 31, 1973. 


15. EARNINGS PER COMMON SHARE 


19731972 
Basic earnings per Common Share 
Earnings» before extiaordinarye1tc ins anne ae ne $1.35 $0.85 
Extraordinary® items). 92s. 5 ent _0.07 0.01 
Net earings) 95) en eee ee ne $1.42 $0.86 
Fully diluted earnings per Common Share aos 
Barings sbelore. extraordinary a items aaa ne en rn $1.13 $0.75 
lspqieteauiikieesomtn 5.05 6 56 | o € 5 6 » 4 0.05 0.01 
INCtScarnings mas ane meres a PON : re : : $118 $0.76 


Fully diluted earnings per Common Share give effect to the exercise of warrants and options outstanding, and 
the conversion of Preferred Shares. 
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PRINTED JIN CANADA 


TO THE SHAREHOLDERS: 


During the six month period to September 30, 1973 
your Company followed its continuing growth pattern 
with sales and operating revenues increased by 
$22,924,000 to a record total of $103,198,000. Net 
earnings increased to $2,021,000 from $1,663,000 in 
the prior year, an increase of 22%. Earnings per 
common share were $0.65 compared with $0.55 in the 
same period last year and cash flow per common share 
was $1.28 compared with $1.08. Prior year’s earnings 
and cash flow per common share included $0.04 from 
extraordinary income. Earnings before income tax, 
extraordinary income and minority interest and pre- 
ferred dividends increased by $518,000 to $2,468,000. 
Each operating division contributed to the successful 
performance in the current period. The Equipment and 
Supplies Division increased its sales by 27%, Contract 
Drilling Division by 37% and Oil and Gas Division by 
30%. 


The Equipment and Supplies Division is continuing 
its program of expansion into electrical supplies. Divis- 
ion sales reached a record $90,465,000 as compared to 
$71,017,000 during the same period of last year. It is 
anticipated that this upward trend will continue for 
the balance of our fiscal year. 

The Contract Drilling Division experienced a very 
active first half with sales increased from $8,411,000 to 
$11,630,000 and with rig utilization up considerably 
compared with the first half of last year — principally in 
the Province of Alberta. In spite of the recent con- 


frontation between the Governments of Canada and 


Alberta regarding price and unwarranted export taxes on 
Canadian oil, we foresee a very active winter drilling 
season. This is borne out by the number of contracts 
already obtained for the coming months. In the Arctic 
all four of the Company’s 50 percent Joint Venture rigs 
will be operating and the Drillarctic rig, in which we 
have a one-third interest, will spud a new location on 
Axel Heiberg Island early in November. 


Westburne International Drilling Limited, our foreign 
drilling subsidiary, has been awarded an offshore 
drilling contract by Shell Gabon. The Company will 
use its jack-up vessel, Westdrill No. I, for the program 
which will commence early in 1974. This contract, 
along with the new helicopter rig contract in Brazil, will 
greatly increase Westburne’s earnings from foreign 
drilling operations. Continuing contract drilling in West 
Irian (Indonesia) and Svalbard (Norway) have also 
contributed to the improved earnings in this period. 


Revenue from the Oil and Gas Exploration and 
Production Division was $1,103,000 compared with 
$846,000 during the same period last year. The Division 
participated in the drilling in Western Canada of 46 
wells, (12.8 net wells) resulting in 45 wells being com- 
pleted as producers and one well being abandoned. 


The North Sea today is regarded as a truly major 
oil area with giant discoveries, vast unexplored acreage, 
multiple plays, high grade oil, ready markets and stable 
host governments. Four of Westburne’s permits are 
located in the northern oil and gas area in the British 
section of the North Sea with Block 211/2 located 
along the U.K. Norwegian median line and situated in 
an area near recent discoveries made by the Shell/Esso” 
team. ; 

Considerable drilling activity is planned for the 
areas surrounding Westburne’s holdings in the Midlands 
region of England. The results of this drilling activity 
will assist greatly in evaluating the potential of West- 
burne’s exploration licences which cover some 420,000 
acres, 


Rapport intérimaire aux actionnaires 

Pour la période des six mois terminés le 30. 
septembre 1973, les ventes et les revenus de votre 
compagnie ont continué de progresser et ont augmenté 
de $22,924,000 pour un record total de $103,198,000. | 
Les bénéfices nets ont atteint $2,021,000 comparative- 
ment a $1,663,000 I’an dernier, soit une augmentation - 
de 22%. Les bénéfices par action ordinaire ont été de- 
$0.65 en comparaison de $0.55 pour la méme période 
lan dernier et le “cash flow” a été de $1.28 par action 
ordinaire comparativement 4 $1.08. L’an dernier les 
bénéfices et le “cash flow” par action ordinaire a 
prenaient $0.04 pour les postes extraordinaires. Les 
bénéfices avant impdts sur le revenu, postes extra- 
ordinaires et intéréts minoritaires et dividendes sur 
actions privilégiées ont augmenté de $518,000 pour se. 
totaliser a $2,468,000. { 

Chacune des divisions a contribué 4 enregistrer ces 
excellents résultats de la période sous revue. La division 
de matériel et fournitures a augmenté ses ventes de— 
27%, la division de forage 4 contrat de 37% et la 
division de produits pétroliers de 30%. La division de 
matériel et fournitures poursuit son programme d’expan- 
sion et d’intégration de produits électriques. Les ventes 
ont atteint un record de $90,465,000 en comparaison de 
$71,017,000 pour la méme période l’an dernier. Nous] 
croyons que les conditions économiques favorables avi 
ont prévalu continueront durant l’exercice en cours. 


SS 


La division de forage 4 contrat s’est avérée trés 
active durant les premiers six mois de l’exercice. De 
$8,411,000 les ventes ont atteint $11,630,000 incluant 
Putilisation des tours de forage qui s’est considérable- 
ment améliorée durant les premiers six mois de l’exercice 
comparativement 4 la méme période I’an dernier — en 
particulier dans la province d’Alberta. Malgré la con- 
frontation récente entre les Gouvernements du Canada 
et de l’Alberta concernant le prix et les taxes d@exporta: 
tion injustifiés sur le pétrole Canadien, nous prévoyon 
que le forage sera accéléré durant Vhiver. Nous nous 
basons sur le nombre de contrats déja obtenus pour les 
mois & venir. Dans I’Arctique les quatre tours de forage 


dans lesquelles nous détenons un intérét de 50 pourcent 
seront en opération et la foreuse Drillarctic, dans 
laquelle nous avons un intérét de 33% pourcent, sera 
en opération dans I’Ile Axel Heiberg au début de 
novembre. Shell Gabon a adjugé un contrat de forage 
en mer a Westburne International Drilling Limited, 
notre filiale de forage a l’étranger. La plateforme de 
forage “jack-up”, Westdrill no 1, sera utilisée et ce 
programme commencera au début de 1974. Ce contrat, 
en plus de celui que nous avons signé récemment au 
Brézil pour une tour transportable par hélicoptére, 
augmentera considérablement les bénéfices de nos 
opérations de forage 4 l’étranger. Le forage se poursuit 
dans la jungle de I’Irian de l’ouest (Indonésie) et a 
Svalbard (Norvége) et ces activités ont contribué a 
Yaugmentation des bénéfices de la période sous revue. 
Les revenus de la division d’exploration et produc- 
tion ont été de $1,103,000 comparativement 4 $846,000 
durant la méme période l’an dernier. Cette division a 
participé au forage de 46 puits dans l’Ouest Canadien, 


WESTBURNE INTERNA 


(12.8 puits nets) dont 45 puits fructueux et un puits 
qui a été abandonné. 


Actuellement Ja Mer du Nord avec des découvertes 
gigantesques, de vastes réserves inexplorées, du pétrole’ 
de la meilleure qualité, des marchés tout prés et des 
gouvernements stables, s’avére un endroit des plus 
intéressants. Westburne détient quatre permis dans la 
partie nord du secteur Britannique de la Mer du Nord 
incluant la concession 211/2 située a la ligne médiane 
du Royaume-Uni et de la Norvége, prés de la découverte 
récente faite par le groupe Shell/Esso. 


Le forage sera intensifié dans la région des Midlands 
en Angleterre entourant les endroits ot nous détenons 
des permis. Les résultats de ces activités nous aideront 
a évaluer le potentiel de nos permis d’exploration 
couvrant environ 420,000 acres. 


: _ J. A. SCRYMGEOUR 
Le Président du Conseil, Chairman of the Board 
le 5 novembre, 1973 November 5, 1973 


ONAL INDUSTRIES LTD. 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS 
for the six months ended September 30th 
(Thousands of Canadian Dollars) 


at 


INCOME: 
Sales and operating revenue . 
Other income (1) 


COSTS AND EXPENSES: 
Cost of sales and services . 
Depreciation and depletion . 
Selling, general and administrative 
Interest 


| 
EARNINGS BEFORE INCOME TAXES, EXTRAORDINARY 


ITEMS AND MINORITY INTEREST 
INCOME TAXES (1) ; 


EXTRAORDINARY ITEMS (1) . 


MINORITY INTEREST AND DIVIDENDS 
ON PREFERRED SHARES : 


NET EARNINGS 


NUMBER OF COMMON SHARES OUTSTANDING (2) 


EARNINGS PER COMMON SHARE 
Before extraordinary items . : 
Extraordinary items 
Net earnings per share . 


CASH FLOW PER COMMON SHARE 


(1) Results for 1972 have been restated to reflect the prorated share of year end 


adjustments. 


1973 1972 
$103,198  $ 80,274 
357 326 
103,555 80,600 
82,817 64,959 
1,522 1,023 
12,801 9,950 
2,025 1,273 
99,165 77,205 
4,390 3,395 
1,922 1,445 
2,468 1,950 

2 109 

2,470 2,059 
449 396 


$0.65 $0.51 
cos 0.04 
$0.65 $0.55 
$1.28 $1.08 


(2) After excluding 618,980 shares owned by a subsidiary. 
The above figures are subject to year end adjustment and audit. 


! ‘ 


SUMMARY OF EARNINGS OF OPERATING DIVISIONS 


for the six months ended September 30 
(Thousands of Canadian Dollars) 


1 I a0. 


973 
Earnings — 
Operating from 
Revenues Operations 
Equipment and supplies . ; : : : : é $ 90,465 $ 4,697 
Contract drilling : : : Za 11, 630 1,290 
Oil and mineral exploration and production . ‘ ea re 103 272. 
$103,198 6,259 
Deduct (add) ‘ 
General administrative expenses . : : i ; a _ 201 
Interest expense . s P 7 ; 2 : 4 5. 2,025 
Other income (GD) 4 : P ; : ‘ C7357) 
Extraordinary items (1). ‘ ; x : ‘ “| ( 2) dln 
Income taxes CL) ‘ 5 ; : ; =| 1,922 3,789 
Earnings before minority interest and \ 48 
dividends on preferred shares. : a ‘ 2,470 
Minority interest and dividends on preferred shares. f 449 
Net Earnings . . : j : : es ae at $ 2,021 
(1) Results for 1972 have been sg to reflect the prorated share ‘Of ‘yea 
adjustments. 


The above figures are subject to year end adjustment and audit. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS | ; 
for the six months ended September 30 
@ housands of Canadian pales 


WORKING CAPITAL, April 1 
SOURCE: 
Net earnings (1) . . 
Depreciation and depletion ; 
Deferred income tax 
Other Afig peaeOw Mure a <0 : d : : aA 
Funds from operations . : : : ye Al) 
Issue of capital stock : : 
Sale of investment . 
Increase in long term debt 
Collection of notes and mortgages 
Net book value of fixed assets sold ; : em 
Sundry ; ; ; : Pe nine’ |The - : r ‘ 
Total ] : ; . : : ; . SN ee : ; ‘ 3 
APPLICATION: 
Purchase of fixed assets and investments ; : 
Decrease in long term debt . j ; : : ; oe 
Reduction in minori interest : 
Goodwill on acquisition of subsidiaries 


Total , 
INCREASE (DECREASE) fea ie mend 


WORKING CAPITAL, September 30 . . a | 
OTHER FINANCIAL HIGHLIGHTS 


as at September 30 
(Thousands of Canadian Dollars) 
i 


TOTAL ASSETS Pa ek 
FIXED ASSETS, at cost . ; : atic ge: SS eT 
LONG TERM DEBT - less due within one year ; % WHR er 


SHAREHOLDERS’ EQUITY 


(1) Resits fee 1972 have eon restated to wetlees the pron 
adjustments. 


The above figures are subject to year end adjustment and audit, SE 


i] 
i 


